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CABLE TZLZ9TSION APP~SPL Q-UESTIC~JS 

j&e is axother in the seri es of letters concer;tig implementation of 
Article XIIIA of the Constit-xion. The enclosed questions and answers 
illustrate the proper valuation procedures to be followed when valuing 
cable television systems. 

Please refer inquiries to Bud Florence of our AssessmeEt Standards 
Elision, (916) &.!+5-&%?2. 

Sircerely, 

Assistant E&cu~ive Secretary 
Property Tax Department 

RICHA?D NEVINS 
Fow’~ D,slr,ct Powdena 

KiYNiSU CORY 
Conlroller, Sacramento 

'NBS:sk 
Enclosures 



A. Q-@STIONS MID i3SX323 PEXAIXIXG TO CAPLE T~~TSION 

1, QUESTION: Is machinery and equipment that is classified as an i.m?rove- 
ment s~lbje~t to the 1975 r01Yoack p?oirisior.s axi assess;r.er;t 
limitations of Proposition 13? 

ANSIER: Yes. 

2. QTXSTION : Kay the I.975 appraisal of an improvement be reduced in 
1973 to recognize 2 loss in value s?uffered in 1977? 

MJS’rn * . NO. A value reduction can only be recognized when a 
property is physic ally destroyed or otherwise physically 
removed? or upcn a revakation due to a change in ownership. 

39 QUZSTION: Nould the renewal of a CATV franchise for over ten years 
be 2 change in o-xnership? 

ANSWER: Yes, since the franchise grants the possessory use of public 
property; however, the change of olqmersbip and reappraisal 

. may oKLy apply to the possessory interest value. 

4. QGi3STION: ib rate renegotiations qualif:y as a change in oxnerslhip? 

ANs Firn : No. LYOst franchises provide for periodk rate renegotiations 
without otherwise changing the franchise. 

5 QiXESTiO$J: Does the addition of subscribers xith only the addition 
of housedrops constitute taxable additions? 

AENER: No. Tne only physical plant added (the housedrops) is 
not taxable to the CATV system. 

6. QUESTION: Since a CATV system may be adding housedrops and miles of 
distribution cable as its service area grows each year, 
could the entire system be reappraised annually the same 
as construction in progress? 

ANSFrn: N- U. Each section would be treated as complete, and its 
base year value determined once it began serving 
customers. 



7. QKESTION: Revenue and Ta<a%ion Code, Sz~2i.c~ 105, was recenti;r 
revised to classify telephone and utility poles and cables 
as imiorovemen~s. 'This would allo?J CATV cable to be : -3 classiried as i,~rovements also, Ilo-.wJer~ is 1975 CA’TV 
cable, in most instances, was classified as personal 
property. Can it be classified as an improvement for 
IyE! znd rolled back to 1v5? 

l!JJSTrn : Yes 0 

8. QiLESTION: Could a reapprzisal for 195 be made using tl?e income 
approach where the cost apreach had originally been used 
for 1975? 

-&~$s;JEp, : Yes, uker certain cir2u23stances. 4. reappraisal shouid be 
.rade i-ken the fGLl--e kc rsspo-rd ;f; WA ESSeSSrJ_r’S rqJesiJ 
for data resulted in an assessment either lower or higher 
than what would have been made had all facts been how-n; 
e.g., income and expens e data were not submitted requiring 
that the assessor rely on the cost approach. However, we 
believe a reappraisal should not be made where all information 
had been correctly supplied and utilized by the assessor. 

9. QUE3TiON : The 1775 qprais- ol was the subject of an appeal board 
>LezlLrl;r - -= can a reappraisal of 197.5 be made for puqoses 
of the 1978 assessment? 

ANsm: No. Property that may have escaped assessment in 1975 
should be added to the appeals board's appraisal, but 
you cannot reappraise the property that was the subject 
of the hearing. 

10. QZTESTIOM: Exterior housedrops were first exem$ed from taxation in 
197 tkough a legal opinion. Can they be exeqted from 
taxation on a 1975 rollback? 

tiJSWBJ3: Yes. If exempted in 1977? it is a logical extension to 
allow the exemption on the rollback. 


